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OATH OR AFFIRMATION

Charles Davies swear .a that to the best of my knowledge and belief the accompanying financial

statement and supporting schedules pertaining to the firm of LinkBrokers Derivatives Corporation as of

March 31 2009 are true and correct further swear or affirm that neither the company nor any partner

proprietor principal officer or director has any proprietary interest in any account classified solely as that of

customer except as follows

at London England the 26th

Signature

Director

Title

Notary Public RtCt4RRtJI3tlAMM ROSSRMT PUUC 10t4U Ufe

My commission exPlr

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition 35 PCCADILLV

LONDON
Statement of Income Loss OLJ .ç

Statement of Cash Flows

Statement of Changes in Members Equity or ole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

fl Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Ic Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

report of Independent Auditors on Internal Control

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5fr3
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Report of Independent Auditors

To the Member of

LinkBrokers Derivatives Corporation

In our opinion the accompanying statement of condition presents fairly in all material

respects the financial position of LinkBrokers Derivatives Corporation at March 31 2009 in

conformity with accounting principles generally accepted in the United States of America This

financial statement is the responsibility of the Companys management Our responsibility is

to express an opinion on this financial statement based on our audit We conducted our audit

of this statement In accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free of material misstatement

An audit includes examining on test basIs evidence supporting the amounts and

disclosures in the financial statement assessing the accounting principles used and significant

estimates made by management and evaluating the overall financial statement presentation

We believe that our audit provides reasonable basis for our opiniorn

May 27 2009
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LINKBROKERS DERIVATIVES CORPORATION

STATEMENT OF FINANCIAL CONDITION

MARCH 31 2009

ASSETS

Cash and cash equivalents $6661807

Fees receivable 8852138

Due from clearing brokers 4821028

Deposits with clearing brokers 2258023

Deferred tax assets 3876755

Property and equipment net 655423

Employee loans 33125

Other assets 1667582

Total assets
$28.825.881

LIA-JUTIBS AND STOCKHOLDERS EQUITY

Liabilities

Accrued expenses and other liabilities 12016937

Payable to affiliates 3989967

Subordinated loans 2.000.000

Total liabilities
18006904

Commitments and contingencies Note

Stockholders equity 10818977

Total liabilities and stockholders equity S28.82528

The accompanying notes are an integral part of this financial statement

-2-
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LINKBROKERS DERiVATIVES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

MARCH 31 2009

NOTE 1- BUSINESS

LinlcBrokers Derivatives Corporation Company fbrmerly The Link Asset and

Securities Company Inc incorporated in Delaware is registered broker-dealer

with the Securities and Exchange Commission SECand the Financial Industry

Regulatory Authority FINRA9 The Company acts as an agent primarily in

equities and options for institutional clients

The Company claims exemption from the requirements of SEC Rule 15c3-3 under

Section k2ü of the Rule and consequently does not carry
securities accounts for

customers nor does it perform custodial ftmctions related to their securities

On April 2008 the entire share capital
of the Companys former parent The Link

Asset and Securities Company Limited was acquired by Intercapital plc Parent

wholly owned subsidiary of ICAP plc public company registered in the United

Kingdom that engages principally in money and securities broking throughout the

world The Statement of Financial Condition of the Company is presented on

historical basis of accounting The Parent elected not to pushdown its new basis in

this entity Subsequently the reporting period was changed to align with the Parents

period end which is March 31

On August 29 2008 the entire common stock in the Company was acquired by the

Parent

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of the Statement of Financial Condition in conformity with generally

accepted accounting principles requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the Statement of Financial Condition

Actual results could differ from those estimates

The company considers short-term interest bearing investments with initial maturities

of three months or less to be cash equivalents Cash and cash equivalents at March

31 2009 included $4495293 invested in short term highly liquid money market

deposits which are repayable on demand Such cash and cash equivalents are

primarily held at two mjor financial institutions

Depreciation of furniture and equipment is provided on straight line basis over the

estimated useful lives of the assets which range of three to five years Leasehold

-3-
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LINKBROKERS DERIVATIVES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

MARCH L2009

improvements are amortized over the lesser of the estimated useful lives of the

improvements or the terms of the related leases

Fees receivable are recorded on trade date basis and are earned for services

performed as broker agent for institutional clients The Company has policy of

reviewing as considered necessary the credit standing of each institutional client

with which it conducts business The Company does not anticipate nonperformnance

by institutional clients accordingly based on the creditworthiness of its customers

and its collection history to date the Company does not provide an allowance fbr

uncollectible accounts

The Company follows Statement of Financial Accounting Standards SFAS No

109 Accounting for Income Taxes SFAS No 109 requires company to

recognize deferred tax assets and liabilities for the expected future tax consequences

of events that have been recognized in the Companys Statement of Financial

Condition or tax returns Under this method deferred tax assets and liabilities are

determined based on the difference between the financial statement carrying amounts

and the tax basis of the assets and liabilities using enacted tax rates in effect in thc

years in which the diffbrences are expected to reverse

The Company establishes valuation allowance for deferred tax assets when

management believes that it is more likely than not that the Company will not

generate sufficient taxable income to realize the potential benefit of future deductions

from taxable income

In June 2006 the Financial Accounting Standards Board FASB issued

InterpretationNo 48 Accounting for Uncertainty in Income Taxes FIN 48 FIN

48 provides guidance for how Company should recognize measure present and

disclose its financial statements for uncertain tax positions that Company has taken

or expects to take on tax return The interpretation is effective for fiscal years

beginning after December 15 2008 for non-public companies The Company will

adopt the provisions of FIN 48 during the fiscal year ended March 312010 which is

expected to have no material impact on the Companys Statement of Financial

Condition

NOTE 3- DEPOSITWITH CLEARING BROKERS

Pursuant to its three clearing agreements the Company is required to maintain

collateral deposits of 1008023 51000000 and $250000 respectively which may

be applied against losses due to nonpe.rformance by its institutional clients and any

amounts due to the clearing brokers

-4-
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LINKBROKERS DERE VATI YES CORPORATION

NOTES TO TI-rE STATEMENT OF FiNANCIAL CONDITION

MARCH 31 2009

NOTE 4- PROPERTY AND EQUIPMENT NET

Property and equipment net consists of

Estimated

Useful Life

Computer equipment $1014264 years

Furniture and office equipment 121026 years

Leasehold improvements 506617 Term of lease

1641907

Ltess Accumulated depreciation

and amortization 986A$4
655.423

NOTE 5- ACCRUELi$XPENSES AND OTHER LIABILVI1ES

Accrued expenses and other liabilities consist of the following

Accrued compensation and payroll taxes $7862820

Corporate taxes payable 3282609

Accounts payable trade 372734

Other accrued expenses 498.774

$120l6.937

NOTE 6- LTABILITI SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Borrowings under subordinated loans from the Parent amounted to $2000000 at

March 31 2009 This loan was provided on June 20 2008 bears interest at 4.72%

and matures at July 31 2009 The subordinated loan is covered by an agreement

approved by the Financial Industry Regulatory Authority and is thus available in

computing net capital under the SECs Uniform Net Capital Rule To the extent that

such loan is required for the Companys continued compliance with the minimum

net capital requirements it may not be repaid At March 312009 interest payable to

the Parent of $68056 is included in accrued expenses and other liabilities

NOTE 7- RELATED PARTY TRANSACTIONS

The Company has provided loans to five employees totaling $33125 at March 31

2009 The loans are non-interest bearing and due on demand

At March 31 2009 the Company has payables to affiliates of $3989967

-5-
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UNKBROKERS DEPJVATWES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

MARCH 312

NOTE 8- DkCQMETAXES

Deferred taxes are provided for temporary differences between income tax and

financial statement recognition of revenues and expenses As of March 31 2009 the

components of the deferred tax assets are as follows

Deferred tax assets

Accrued expenses $1951008

Property and equipment 73695

Intercompany charges 1733732

Deferred rent 110132

Stock based compensation 8.188

Total $3..876.755

Deferred tax is calculated at the rate of tax expected to apply when the liability is

settled or the asset is realized deferred tax asset is only recognized to the extent

that it is probable that fliture taxable profits wlll be available against which the asset

can be utilized No valuation allowance has been established as the Company

believes it is more likely than not that the deferred tax asset will be realized

The Company has recorded payable for income taxes of $3250461 which is

ineluded in accrued expenses and other liabilities on the Statement of Financial

Condition

NOTE 9- COMMITMENTS AND CONTINGENCIES

Office lease

In April 2007 the Company entered into ten-year operating lease agreement for

new office space in New York City The lease provides for 3% increase in base

rent per year plus pro rata share of escalations in real estate taxes and related

assessments during the lease term The Company has the right to terminate the lease

effective as of any time from and after the fifth lease year Early termination is

subject to nine months written notice to the Landlord and the payment of

termination fee The fee as of the end of the fifth year would be $200000 decreasing

by approximately $40000 per year through the end of the lease

-6-
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LINKEROKERS DERIVATIVES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

MARCH 312009

Following is schedule of future minimum annual rentals as of March 31 2009

Period ending

March31 Amount

2010 436877

2011 474342

2012 490787

2013 505511

2014 520676

Thereafter 1705166

Total $4.133.359

Litigation

The Company is involved in litigation
from time to time arising in the ordinary

course of business At March 312009 the Company was not subject to outstanding

litigation matters

NOTE 10- FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company adopted SFAS No 157 Fair Value Measurements effective January

2008 SFAS 157 defines fair value as the price that would be received to sell an

asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date Various valuation inputs are used to determine

the fair value of assets or liabilities Such inputs are defined broadly as follows

Level Quoted prices in active markets for identical assets or liabilities that the

reporting entity has the ability to access at the measurement date

Level Other significant observable inputs including quoted prices
for similar

securities interest rates etc for the asset or liability

Level 3- Significant unobservable inputs including managements own assumptions

in determining fair value for the asset or liability

The Company has no securities owned at March 31 2009 The Company estimates

that the carrying value of its financial instruments recognized on the Statement of

Financial Condition receivables and payables approximates their fair values as such

instruments are short-term in nature

-7-
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LINKBROKERS DERIVATIVES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

14ACBJI 2009

NOTE 11- OFF-BALANCE-SHEET RISK AND CONCENThATION flaK OF CREDIT RISK

Pursuant to clearance agreements the Company introduces all of its securities

transactions through its clearing brokers on fully disclosed basis Therefore all of

the money balances and long and short security positions for these securities

transactions are carried on the books of the clearing brokers Under certain

conditions as defined in the clearance agreement the Company has agreed to

indemnify the clearing brokers for losses if any which the clearing
broker may

sustain from carrying securities transactions introduced by the Company In

accordance with industry practice and regulatory requirements the Company and the

clearing brokers monitor collateral on the securities transactions introduced by the

Company The receivables from the clearing brokers are pursuant to this clearance

agreement

In addition pursuant to the terms of the clearing agreements between the Company

and its cLearing brokers the clearing brokers have the right to charge the Company

for losses that result from counterpartys failure to fulfill its contractual obligations

At March 312009 the Company has recorded no liability As the right to charge the

Company has no maximum amount and applies to all trades executed through the

clearing broker the Company believes there is no maximum amount assignable to

this right

In the normal course of its operations the Company enters into contracts that contain

variety of representations and warranties and which provide general

indemniflcations The Companys maximum exposure under these arrangements is

unknown as this would involve future claims that may be made against the Company

that have not yet occurred However based on experience the Companybelieves the

risk of loss is remote

NOTE 12- SHAREHOLDERS AGREEMENT

The Companys former Parent The Link Asset and Securities Company Limited

implemented shareholder agreement that provided for the issuance of parent

company shares and options to management and other employees including those

working at the Company Shares were noniransferable and vested over two-year

period Departing shareholders were required to transfer their shares and would

receive consideration for their shares based on the nature of their leaving During the

fifteen month period ended March 312009 no stock options were granted and no

stock options were outstanding at March 312009

The entire share capital of the Companys fonnerparent was acquired by Intercapital

plc on April 2008 During the period January 2008 to April 2008 the

-8-
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LINKBROKERS DERIVAllVES CORPORATION

NOTES TO THE STATEMENT OF FINANCIAL CONDITION

MARCH 3l 2009

Companys former parent issued total of 23900 shares to an employee This

employee paid the grant date fair value of $69788 for the shares At March 312009

no employees own stock in the Company or its former parent

NOTE 13- REGULATORY NET CAPITAL REQUIREMENT

The Company is member ofFINRA and is subject to the SEC Uniform Net Capital

Rule Rule 15c3-1 which requires the maintenance of minimum regulatory net

capital and requires that the ratio of aggregate indebtedness to regulatory net capital

both as defined shall not exceed 15 to At March 31 2009 the Company had

regulatory net capital of $3124576 and regulatory net capital requirement of

$1067127 The Companys ratio of aggregate indebtedness to regulatory net capital

was 5.12 to at March31 2009

-9-


